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 Abstract 
In this paper we present the theoretical foundations and the simulation results obtained 
with a new dynamic general equilibrium model developed at the Banco de España for the 
Spanish economy and the rest of Euro area. The model is designed to help in simulating 
the effect of alternative shocks on the main aggregate variables. 
The main contributions of this work from a theoretical perspective are the 
modelling of a monetary union composed of two regions, the inclusion of housing as a 
durable good with its own sector of production and the degree and detail of the 
disaggregation considered for each country in the model, which replicates the Quarterly 
National Accounts. On the empirical side, the main contribution is the detailed calibration of 
the most important ratios of the Spanish and rest of the Euro area economies. 
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